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CONFIDENTIAL 



Reference 


Mr Ovgrtfon 
Mr Brighty o.a. 


COST SHARING AGREEMENT 

I'+.l ! r Opiiriger rang me yesterday on this subject. He 

werp what . he h f d already told Ufa that the Americans 

uere prepared to make a concession bn residual values, 
w ? uld shortly be getting in touch with us with a 
draftin g an agreement. He added that the l£ird 
very much hoped that we would agree to back- 
date^this agreement to 1 October since they settled their 

confusion baS J S 4 -^ nd would cause considerable 

coniusion if they changed the rate of departmental 

expensedm the middle of a quarter. 

the filp U nf S S-io r Br± ghty after he has had time to master 
J 4 - th f on 9 should pass on this information to 
other departments concerned and should be ready to take 

^p t t ^+ a n? erieS ° f dra £4j[parties designed to produce 
2? agreement fairly quickly. However I am 
afraid that the Treasury and the Department of the 

^Ii r ST Unent ^ d11 , h e opposed to back-dating and will 

forced? ?£ 0f ? r the new agreement should enter into 

xorce at the beginning of 1972. 


m 
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R A Vining (Miss) 
North America Dept 


4 November 1971 
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0 H Byers Esq 

Department of the Environment 
Lambeth Bridge House 


EJ 237/40 

2DH 452/127/07E 

2 £" November 1P71 

■ /fy/ . , 


DEPARTMENTAL EXPEIIDE3 CHARGED TO THE ERG ^ 

I am reply lag to your lottor of 29 “October. 

V/o recently loarnod that, 
agreement - which has boe 
reaching an accomodation with tho Goi-nan 
oignea, there in no doubt that tho rato o 
clmrgeable against works for tho Arr.orican 
longer in dispute. 

Doubtloos to your Immense relief (and our 
clear for you to open discussion with the German 
expenses. V/o have had tho opportunity to discus 
f.ic most convenient forifo of an agreement, and 
■cha. this n .ould bo an undertaking to charge the 

? f DE '° ao thoy char go us, as aopropr 
particular types of works. Thero will thus be n 
comparison botwoon the Amorican and Herman agree 

ratL u g ot V? Ji an,i 1,utur » chnnaeo in uorraan 

in ours! D ld autonatica:L1 y attract corresponding changoo 

V/o shall bo glad to learn how you progress. 

I am sending copies of this letter to Gladstone (Wostnrn 
European Department, ECO) and 3 J Smith (DOE?. ™ 


ho now UK/UG coat-charing/C 
block in tho way of Lbs 
s - has not yot boon 
1 departmental oxpensoo 


Yours sinceroly 


THE NATIONAL ARCHIVES 
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I defenoe. But he knew that something substantial was invoked. 
He believed that a rough costing had given something like 
$2 billion over 5 years. 

7. I asked whether there was any risk that these ideas 
for defence improvements would somehow get tied up with 
Connally, burden sharing and the ten peroent surcharge. 

Spiers was confident that they would not. He said that 
they were being treated completely separately in the NSC 
machinery. Deling with both Amerioan and European force 
improvements they were outside the Treasury'scompetence. 

Work on the package had not yet been oompleted and deoisions 
still remained to be taken as to how it was to be put to 
the Allies and when. But he could assure me that the exeroise 
would not get into ConnallY*s hands. 

8. I have reported Ron Spiers fairly fully because he will 
certainly oarry great weight in the State Department over 
defence burden sharing. But even he admitted that he might 
be outmanoeuvred by Connally (see paragraph 2 above). In 
the present atmosphere we would not wish to rule that out 
eitherl 




M D BUTLER 

c.c. HAJ Staples Esq. UKDEL NATO 
C J Audland Esq BONN 
RWH Du Boulay Esq PARIS 
B Hitch Esq TOKYO 

W R Mumford Esq DS 22 Ministry of Defence 
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Treasury Chambers 
Great George Street, London S.W.i 
Telephone: Whitehall 1234, ext. 916 


2DH 452/127/07 Pt I 
Our reference; 2DM 452/127/01 Pt F 
Your reference: 


October 1971 


C D Lush Esq. 

American Department 

Foreign and Commonwealth Office 

Whitehall 

SW1 


DEPARTMENTAL EXPENSES 


RECEIVED IN 
REGISTRY No. 72 
26 OCT 1971 





You may be awarefalthough it is really the concern^. of 
Gladstone, West^Sfcft European Department) that for some time 
we have been hanging fire on a deal with the Germans about 
the rates of Departmental Expenses we charge on works 
performed for them in the UK. The reason for the delay, 
as you might well surmise, is that we did not want any deal 
with the Germans to run foul of the negotiations on the UK/US 
cost-sharing agreement - particularly since the rates we had 
it in mind to charge the Germans were uncomfortably similar 
to those proposed by the Americans in their last offer to 
us. 


The Germans are growing restive; and it would be to our 
financial advantage to resolve this situation as soon as 
possible. My only purpose in writing is to ask you whether, 
when the UB negotiations have been completed, you would let 
me know at once so that we can take immediate action to 
settle the German problem. 




/VicA. Aa 




(W WINNARD) 
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LAMBETH BRIDGE HOUSE, LONDON S.E.I j RECEIVED J/\J 

Telephone: 01-735 7611 Ext 1909 pCGlSTRYNp. jp 

I “80CTJ9;| I 
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Our Ref: EJ 237 /I 4 O 
Your Ref: WRG 10/5 


DAS Gladstone, Esq 
Vie stern European Department 
Foreign and Commonwealth Office 
London SW1 


Dear 


1 October 1971 


tfcj U oU 


DEPARTlffiNTAL EXPENSES CHARGED TO THE FRG 


3ber 1971 / 

ft 

J 


Thank you for your letter of 7 September. I am pleased to be able to tell you ✓>-- n< S 
that in recent months there has been a lot of activity on the question of DEs 
to be charged on works services for the USAF. It is now virtually certain that j' ' J, 
a 7^o rate across the board will apply, either from 1 January or 1 April 1972. ■ 


You will see that a major stumbling block to our mutual endeavour to set the 
DE rate on building work we carry out for the FRG at about the same level they 
charge us (ie between 6 and 7 per cent) is almost removed. Indeed we hope 
that with Treasury agreement the new rate can be settled within the next few 
weeks. Obviously the sooner the better for threatening noises were made by the 
German embassy in June. 


I am copying this letter to W Winnard of the Treasury and R J Smith of our Defence 
Secretariat. 

% 

Yours sincerely 
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Foreign and Commonwealth Office 
London SW1 


Telephone 01 


Your reference 


D \'i Ward Esq 
Ministry of De 
Main Building 
w h i t e ha 11 
LONDON SWI 


Our reference 


30 September 1971 


C °ST SHAKING ARRANGEMENT 


Hd/tv 


_ as envisaged in EGO tel 
C 2 P ed J° 1 spoke to Bo 

i llllard broken the 
Hillenbrand (Washington tele 

k. Murray expressed 
tnose in the American 
us difficulty, 
they should bee 
built after the new 
certainly be 
of our views 
Washington for the'dr 
values. 


• of ko September, 
he American Embassy 
concession to 
k 9 September). 

gratification and atrPced me which ooints 
t • -'”’i Qe Memoire of 19 March were likelv tn 

° n t!llS ’opoinfof°?h d t0 prGp “ re *!»• ■groundin ''* 4 
— opp^-ng oj. the American claim to residual 


I told Murray that we 
take place in London, 
od, considerable or0nrp 
ft covering most of the 
s^id that he would have 
to that was tabled, mak 
3ring it into line with 
JB 3 and let us have th 
2d that negotiations co 
I said that if the Amo. 
we should not manage t 


■ oOuiations to continue 
'C~.t during the previous 
00 towards an agreed 
Aide Memoire of 19 March 
at the last American 
in it that were necessary 
ire and with our concessii 
in a week or two. He 
edby the end of the year 
exibie I saw no reason A 
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Mr S J Vincent 
Mr V Win nurd 
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Repeat to :— 


Saving to :— 


Distribution :— 


Copies to :— 


Your telegram No 3097: Cost Sharing Arrangements for 
US Defence Facilities in the UK, 

1. Ministers have now agreed that we should accept 
the US proposal in the American Embassy's Aide 
Memoire of 19 March that Departmental Expenses at US 
defence facilities in the UK should in future be 
charged at the rate of 7-g$ for all types of work. 

2. You should now speak to the Americans at the 
appropriate level as follows: 

(a) V/e appreciate the difficulties that the 
Americans are having over the foreign 
exchange costs of their contribution to 
European defence. The Prime Minister has 
twice recently reaffirmed the view that 
Europe should do more to share the burden 
(in his Zurich and Atlantic Assembly 
speeches). In the light of this we have 
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Sir T Brimelow 


RECEIVED IN 
REGISTRY No. 72 
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COST SHARING ARRANGEMENTS FOR US DEFENCE FACILITIES 
IN THE UK 

PROBLEM 

1. Ministers agreed on 14 July that we should accept the 

US proposal that the charge that the Department of the Environment 
make for work at US defence facilities in the UK should be 
reduced to The question of which Department should bear 

the additional cost of this concession (|>g- million per annum) 
on its vote has, however, only just been finally settled. 

A ~7€’ (Mr Amery's letter to Mr Macmillan of 13 September and 
B '1°) Mr Macmillan's reply of 20 September.) The way is now clear 
for us to tell the Americans that we accept their proposal on 
charges, and are now ready to negotiate an agreement covering 
q the remaining points in the US Aide Memoire of 19 March. 

ARGUMENT 

2. The Embassy in Washington have suggested that, in order to 

reap what benefit we can from this concession to the Americans 
in the context of the continuing debate about defence burden 
sharing, we should tell them that, in reaching our decision, 
we were particularly influenced by the broad political 
D implications of the issue. (Washington telegram No 3097). 

The Ministry of Defence and the Department of the Environment, 
who will be principally involved in the forthcoming negotiations, 
have agreed that our decision should be presented in this way, 
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and have asked that we should ask the Americans to be 
flexible, in return for our concession, on points that 
could cause difficulties for us. 

3. Although the Aide Memo ire of 19 March containing the 
American proposals on cost-sharing was handed to the 
Pamanent Under-Secretary by the Minister at the US Embassy 
here, Mr Hillenbrand had earlier made parallel representations 
to our Minister in Washington. Mr Greene has not yet been 
replaced as Minister in London, and our acceptance of the 
American proposals would probably have more impact if 
delivered in Washington. On balance, it would be preferable 
for our reply to be delivered there. 

RECOMMENDATION 

4* gecommend that the attached draft telegram to 
Washington should be despatched and that we should speak on 
similar lines to the US Embassy here after Washington have 
taken action. WOD and Defence Department agree. 


it)!* 


C D LUSH 

North America Department 

27 September 1971 ’/) , 

***ku 4' * h *f 

Copied to A * . * <• / 

Mr Wiggin 7“-"* T**-*- /W 

Mr Daunt t4-S* . a hot*.) . fLu? ‘ > . v 

Lord Bridges: WOD 1 / ** 

Mr Tesh : Defence Dept. A^Ulr ^ a _I r 

Miss Pestell: FPAD ' T 

^ I fj 

lUsr- (*u 
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SECRET 

AIDE-MEMOIRE 

SUBJECT: United States Bases in the United Kingdom: 

Cost-Sharing Arrangements 

Her Majesty's Government will recall that the 
1953 Cost-Sharing Arrangement (CSA) between our two 
Governments carries forward the partnership concept of 
earlier defense agreements and establishes the financial 
and other contributions to be made by both Governments 
in the construction of United States bases in the 
United Kingdom. The British contribution has con¬ 
sisted of land 9 £22.5 million in cash, and a cost 
sharing with the United States of the management 
services ("Departmental Expenses") involved in 
carrying out construction and maintenance work on the 
bases. The United States, for its part, agreed to 
build, maintain, and man the bases. 

The 1953 CSA has no concluding date but its 
financial provisions are considered to be at an end 
when a certain amount of construction, measured in 
money (£125 million) has been accomplished. According 
to our calculations, this point is shortly to be 
reached. The United States Government continues to 

I 

regard it as politically important, in the spirit of 
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partnership and cooperation in the common defense/ 
to reach a satisfactory new agreement without 
further delay. 

& aew cost-sharing arrangement should, in the 
a'.o. view, do tv/o huangs: estaonasn. the imanciul 
cot;^.b ueach gover'ament v/cmc» mare to tec 
«j;t£i',dince and construction. or seated States oases 
"- 1 United i<angdcm; and establish certain ground 
auacs cor carrying out United States construction and 
a:....^.ewC-..<.r:co programs. hfe have suggested a number 

or "principal points" for inclusion in a new .cost- . 
sharing arrangement. Agreement has been reached 
at the official .level on most of these points. 

........so are two points/ however, on which agreement 

-wi- ooen acnicved: the proportion of Departmental 
brpanses to be shared by the two Governments, and ' 

.. j o_ resiaua- Value crams by the United 

’States Government. 

iu.e united States Government 'new proposes that 

-u undertake to pay Departmental Expenses at the rate 

m seven-anu-one-haIf per cent for construction and 

maintenance projects undertaken by Her Majesty's 

...vvernment on behalf of United States Forces. In 

•~bu.vca.on, the- United States would agree to waive 

residual value claims with respect to.projects con- 

1 • • 

itrussed under the ISSi agreement; the United States 


a | 


O QJ 


< *< 
ffi <?, 
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would retain a claim to residual value in connection 
with projects constructed under the new arrangement. 
Also, we reaffirm our earlier offer to spend the 
bulk of our construction and maintenance monies in 
the United Kingdom. These proposals are reflected 
in a revised list of "principal points" for a new 
arrangement* enclosed. This new proposal goes 
beyond the previous United States view of what would 
comprise a desirable arrangement} it is put forward 
in the hope of promptly removing a source of con¬ 
tention, and arriving at an early agreement. We 
ask that Her Majesty*s Government give this new 
proposal careful and swift consideration. 


Enclosure: 

"Principal points" list 


Embassy of the United States of America, 
London, March 19, 1971. 
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POINTS FOR INCLU SION IN NEW COST-SHARING ARRANGEMENT 


:F he Pfi nci Pl© of Partnership and cooperation 
shall continue to be the basis of the agreement. 


2. The new arrangement replaces the 1953 cost¬ 
sharing arrangement. All other agreements will 
remain in effect. 


f; <4 .?^?, a9 5 eeI “S nt is for a11 u - s - Porce s to run 
fJiS, fo L te 2 years and thereafter until twelve 
months from the date on which either party shall 

give written notice to the other of its intention 
to terminate the agreement. 


4. Land arrangements under the 1953 agreement will 
continue in the new agreement, i.e., II.M.G. will 
provide free use of surplus land and installations 
£ ? r -> re 3V irements; where it is agreed H.M.G. 
shall make available non-surplus land and installa- 
tions, H.M.G. will bear the expenses of making them 
a Yf?’^ a ^ e U P to £100,000 in any one year. H.M.G. 
win also provide additional land in connection with 
these installations if required. 


5 * .^ aa ? and installations which have been made 
h.M.G. to the U.S. Forces on the 
effective date of the new agreement shall continue 
to be so available. 


6. The U.S. will relinquish its rights to residual 
£° r P r ° 3 ects built under the 1953 Agreement; 
the U.S. would retain residual value for projects 
built under the new cost-sharing arrangement. 


7. The U.K. financial contribution will consist 
primarily of waiving DE's in excess of seven-and- 
one-half percent for major and minor construction 
and maintenance. 


8. The U.S. wi11 normally use the services of the 
Department of Environment or other appropriate U.K. 
agencies, although the U.S. may, at its discretion, 
contract directly with U.K. or other contractors. 


9. To the extent practicable, the U.S. will use 
British labor, construction materials and equip¬ 
ment if they meet U.S.G. established standards 
ana criteria and time and cost schedules. The 
U.S. may, however, use U.S. labor, material and 
equipment. 


10. Administration of this Agreement will be the 
joint responsibility of the United States Third 
Air Force and the United Kingdom Ministry of Defense, 


Other administrative clauses. 


SECRET 
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WASHINGTON 221515Z 
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SECRET v^HO t oj{ 

ECLIPSE - 

TO IMMEDIATE FCO TELEGRAM HUMBER 3141 OF 22 SEPTEMBER INFO ROUTINE 
UKDEL NATO. 

YOUR TEL NO 2434. MBFR 

1. I ASKED KISSINGER WHETHER THE REPEATED REFERENCES TO BURDEN 
SHARING IN CONNEXION' WITH THE US MONETARY MEASURES IMPLED THAT 
THIS WOULD BE A FACTOR IN MBFR NEGOTIATIONS. HE CATEGORICALLY STATED 
THAT THE US HAD NO INTENTION THAT THIS SHOULD BE SO. AT A MEETING 

HE HAD HAD THAT AFTERNOON WITH HIS ADVISORS IN PREPARATION FOR THE 
5 OCTOBER MEETING OF DEPUTY FOREIGN MINISTERS LITTLE PROGRESS HAD 
BEEN MADE BUT THE STUDIES CONTINUED IN CONSIDERABLE DEPTH. I ASKED 
HIM WHETHER HE THOUGHT THAT AGREEMENT WOULD BE REACHED ON THE 
EXPLORER AMD ON HIS INSTRUCTIONS. HE REPLIED.THAT THE TROUBLE WITH 
APPOINTING A NEGOTIATOR WAS THAT THE INDIVIDUAL CONCERNED BECAME 
COMMITTED TO ACHIEVING A SUCCESSFUL OUTCOME. FROM THIS i DEDUCED THAI 
THE AMERICANS MAY HAVE SOME MISGIVINGS AS TO WHETHER THE EXPLORER 
MIGHT COMMIT THEM EITHER FURTHER OR IN SOME DIRECTION THAT THEY DID 
NOT WISH TO GO AND WILL WANT TO TIE DOWN HIS MANDATE VERY CLOSELY, 

2. ON RETURNING TO THE SUBJECT OF BURDEN SHARING I ASKED HIM ABOUT 
THE INEVITABILITY OF SOME CONGRESSIONAL ACTION ON THE LINES OF THE 
PREVIOUS MANSFIELD RESOLUTIONS. HE, LIKE ROGERS, THOUGHT THAT THIS 
WAS INEVITABLE BUT HE HOPED- THAT THE ADMINISTRATION WOULD BE ABLE TO 
HOLD ITS EXISTING LIME IN THE SENATE AND WOULD ALMOST CERTAINLY BE 
ABLE TO HOLD THE PASS IN THE HOUSE. THEIR THINKING ON BURDEN SHARING 
WAS CONCENTRATING MORE ON STATIONING COSTS THAN ANYTHING ELSE AS IT 
IS MOT IN THEIR MINDS AT THIS STAGE DELIBERATELY TO REDUCE THE 
NUMBER OF MEN UNDER ARMS, ALTHOUGH WITH THE ENDING OF THE DRAFT THE 
MAINTENANCE OF NUMBERS WILL BE PROGRESSIVELY MORE DIFFICULT 

AMD ALMOST CERTAINLY MORE EXPENSIVE. IT IS IN THE ADMINISTRATIVE 
TAIL AND PX FACILITIES ETC- RATHER THAN IN COMBAT TROOPS THAT THE 
US LOOKS TO ACHIEVING THE BULK OF THE ECONOMIES REQUIRED. 

3. FOR MY ASSESSMENT SEE MY TWO I F T, 


CROMER 

DSPARTMSNTAL DISTRIBUTION 

VOD 

AGDRU 

N AM D 

RES D (N AM SECT) 
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Please address any reply to 
MINISTRY OF DEFENCE 
( ) 


MINISTRY OF DEFENCE 
Main Building, Whitehall, London S.W.i 
Telephone: Whitehall 7022 , ext. 6054 


22 September 1 971 



and quote 
Your refe 


m . DWW/51V71 . 

re /^F/GT2520/67 hsi3 


C D Lush Esq. 

American Department 
Foreign & Commonwealth Office 
Whitehall, SW1 . 


RECEIVED IN 
REGISTRY No. 72 

23SEP 1971 

(M. V I0/5 




US/UK COST SHARING ^ 

Thank you for your letter of 15 September. I am in 
general agreement with the line which you propose 
Denis Greenhill should take with the Americans. 

I also agree with the comment by Stan Vincent in »—- \J_i- 
his letter to you of 17 September, that we should 
reserve our position on the points of principle which 
are still outstanding. 

I assume that, in due course, you will be circulating 
a draft Memorandum of Understanding which can be tabled 
at the next meeting with the Americans on this subject. 

. Ares~ 




D W WARD 
Head of S9(Air) 
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Mr Middleton 
Mrs Case 
M^; sJWorhang e 
t*kman 
Mr Cory 
Mr Winnard 
Mr Brack 
Mr Morris 


RECEIVED IN 
REGISTRY No. 72 
22SEP 1971 


Rt Hon Julian Amsry MP 

Tine Minister for Housing and Construction 
Department of the Environment 
2 Karsham Street 
LONDON SNIP 3EB 


20th September 1971 


Thank you for your letter of 13 September about the rates of 
departmental ©aqxansos to bo charged on work performed for US forces 
in tho UICc 


2* I am grateful for your agreement Which leave’s the way clear for 
tho. Foreign and Commonwealth Office to give an answer to the Americans 
and it should now be possible to bring these lengthy negotiations to 

rm early close* 

3. I am sending copies of this letter to tho Minister of State, 
Foreign and Commonwealth Office, end tho Minister of State for 
Defenoe* 


MAURICE V MACMILLAN 












MEDIATE 
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FM WASHINGTON 201937Z 
CONFIDENTIAL 

TO IMMEDIATE FCO TELNO 3097 OF 20 SEPTEMBER. 


RECEIVED IN* 
REGISTRY No. 72 

21 SEP 1971 


lo/S 


COST SHARING ARRANGEMENTS FOR US DEFENCE FACILITIES IN THE U.K. 

1. OVERTON HAS SUGGESTED THAT WE SHOULD LET YOU HAVE OUR COMMENTS 
ON THE PRESENTATION TO THE AMERICANS OF OUR DECISION TO AGREE TO 
THEIR LAST PROPOSAL ON THIS SUBJECT. IT WOULD CLEARLY BE DESIRABLE 
TO REAP WHAT BENEFIT WE CAN IN THE CONTEXT OF THE CONTINUING 
DEBATE ABOUT DEFENCE BURDENSHARING. TO THIS END WE COULD PERHAPS 
EMPHASIZE TO THE AMERICANS THAT IN REACTING OUR DECISION WE WERE 
PARTICULARLY INFLUENCED BY THE BROAD POLITICAL IMPLICATIONS OF THIS 
ISSUE. WE WILL MENTION THE MATTER TO SPIERS WHEN YOU HAVE SPOKEN TO 
THE U S EMBASSY. 

2. YOU MAY ALSO WISH TO CONSIDER WHETHER AMY USE COULD BE MADE OF 
OUR DECISION IN PRESS BRIEFING AT AN APPROPRIATE TIME. 

CROMER 


DEPARTMENTAL DISTRIBUTION 
DEFENCE D 
N AM D 
NEWS D 

MOD (HIT) ' . „ 
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Prom: S. J.Vincent, Head of D.S. (Air) ,■* 

Department of the Environment / 

Whitgift Centre Wellesley Road Croydon CR9 3LY 
Telex 917 237 Telegrams Travauxcroy CroydoiK? 5 “'v 
Telephone 01 -686 8710 ('ll) 

Our Ref»nce AY.207/3.Pt.7. 

17th September,1971 



Dear. 


Cost Sharing 


I accept the generaL^aense of your letter to 
Derryck Ward dated 15th September. We certainly do not 
want to get your P.U.S. involved in detailed negotiations. 

On the other hand it would be a pity if he threw 
away all the trumps out of our hand before we started 
playing. There are one or two things in the 19th March 
list of points which we do not like and we would wish to 
be free to push fairly hard to remove or amend them. He 
might say that there are some new points in the list put 
to him which are difficult for us to accept and that in 
view of the substantial concession now being made by the 
U.K. we look forward to flexibility on their side in order 
to make possible the early completion of negotiations. 

I am sending a copy of this letter to Ward (s. 9.(Air)) 
and Winnard (Treasury). 




C.D.Lush,Esq., 

Foreign and Commonwealth Office, 
London, S.W.1. 


received in 
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DEPARTMENT OF THE. ENVIRON MEN! 

2 MARSHA M STREET 
, LONDONS VV IP 3 E B 

N • l\wJiAr 


September 1971 


MINISTER FOR HOUSING AND CONSTRUCTION 
CONFIDENTIAL 


Thank you for your letter of 18 August about the losses 
arising from the charging of sub-normal rate of Depart¬ 
mental Expenses for works services carried out for the 
USAF. 


In view of the assurances you have given I am prepared 
reluctantly, to bear the cost of the subsidy to the 
Americans, though I must make the point that this 
arrangement should not be regarded as a precedent. 

I would still maintain that this cost would be more 
appropriately carried on a Defence PESO and that if 
an opportunity arises that this cost should be so 
transferred. 


I am copying this letter to the recipients of yours 


Maurice Macmillan Esq, MP 


THE NATIONAL ARCHIVES 
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Mr Lush, North America Dept 


DEFENCE BURDEN SHARING 


ftKU LOK 


1. Thank you for your minute of 2 September. 

2. I am doubtful about the tactics you suggest primarily 

for reasons relating to my last job as op-nosed to my present one. 
As you know, this dispute between us and the Americans goes 
back many years. The formal American position for a long time 
was that departmental expenses ought not to be charged at all. 

A couple of years or so ago the American Embassy informally 
indicated that 5% across the board would be regarded as a 
tolerable compromise by Washington. After months of Whitehall 
infighting we still had a chance of securing agreement to 
this. But then the elections intervened and we had to start 
all over again, later still, as you say, the Americans put 
forward 7 t$* 

3. While I have no doubt the Americans will be relieved to 
have this question out of the way I do not think that in 
accepting their offer of 7we can persuade them that we have 
made a significant concession. The Americans have always argued 
that we derive very considerable benefits from these bases not 
only in terms of their contribution to our defence, but in 
terms of the money they bring into this country. Moreover, 

the American Embassy inevitably got to know in 1969, as the 
haggle dragged on, that the FCO and MOD wished to settle for 
5$ but were blocked by the Treasury. 


CONFIDENTIAL 













CONFIDENTIAL 
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END 




4. Against this background, unless there are special 
factors or new developments of which I am not aware, I 
think the way to get the maximum credit we can for this 
gesture is to tell the Americans that we agree as soon 
as we are in a position to do so. (Mr Murray of the American 
Embassy wistfully expresses the hope to me from time to time 
that we will not take another year or two to react!) 


3 September 1971 


Copy to: 



C D Wiggin 


Mr Renwick 
Sir T Brimelow 
Mr Hankey 
Mr Turpin 
Mr Rose 

Mr Holland (chief Economic Adviser) 
Mr Tesh (Defence Dept) 

Mr Braithwaite (WED) 

Mr Marshall (FPAD) 

Mr Cradock, Planning Staff 
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